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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Introduction

Title 1V futhei Hhghet (HEA) authorizes'* a group
Eligi bmdrnofy taigls e gr ams is contingent on student n
as the differesmceobe¢twdentaendhdsebe K(pCdOcAf)a minldy t h e
contribution’s( EFC) i sA dsegtrweabefmi th e d mb y aTei lilMe Part F ¢
The formulas define techset aabplpil sitho aml lpardibfaattisi §1 oyr utnhiet a
upcoming award year on thaf bheistodenheandgcomE a
stu’d;erptarent.?s or Spouse

The EFCsfonmthal HE Ak n o'fvead @ 5 a It h w'@Tt hhiosdpoolirdtg y .
dis ¢ hesfEBFrCohadhdo wurreamnd ltalwe Depart meamadnoifddEducati
t fei nanci adnd eothhhexcestras’sitdentcyaltclud dER @
report will mnot discurnsdthermpplisgasdedipoacdkapentg

The xt section of this report will discuss how
ctive students using the FrdheAgplid oavti n@n
h discuss hforvs dteh eF AFnSftAmrinda thiiscendhi 's e t he st ud
dependency status and applicable EFC for mul a. Th

of tfhoerssdud @ans$ hfeitneanci al ofhaa a’stt ediensitoy asn EF C.

Collection and Prédadowsmangiohn

The FAFsSA he daitnas tcréubnteencth f on mat i on u.3Tehde tEoF Ccal c ul
is calculated on theobhas$ hebdYAFEASf ot md esneotnsopr ouncd
and other characteristthensde 5¢ md &mrttisis awnhebée adttou tneo t n
must report 1inf orSntautdieonnt so nwhtoh eairre pnaarrernitesd must r
theirs.spouse

Information from the FAFSA is shared with state
hep detferdmirmdfiecadnedr®Sb mei questions gather infor mat
stand institutionalelatveh nffe dgmr alnRka sbphotp mepg rtaanst he s
questions do not affect the EFC and correspondin

These federal student aid programs are often eollectively
reaching law that touches on many aspects of higher education. For an overview of the GRE seport R43351,

The Higher Education Act (HEA): A Primday Alexandra Hegji

2 While the EFC assesses how much a student and his or her family is expected to contribute toward educational

expenses, there is not a requirement that they actually contribute that amount. As sueedhbaised federal student

aid (such as certain type$unsubsidized loans) may be used to substitute for the EFC.

SThe term “federal methodology” distinguishes the formula i
by states or institutions. State and institutional methodologies may or g hased on the federal methodology.

4 Appendix B provides historical background on the role and determination of student need in federal &ludent a
5 The statutory authorization for the FAFSA is in Section 483 of the HEA (20 U.S.C. 1090).
6 See Section 483(a)(10) of the HEA (20 U.S.C. 1090[a][10]).

"For example, the FAFSA asks the highest Ints.Thislquestibn e duc at i on
allows states and institutions to target aid toysheration college students. No federal Title IV programs target funds

on the basis of the student’s parents educational attainm

s
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Individual Filing of the FAFSA

The vast majority of student aid applicants c¢omp
to compl et ¢Thao mplalipAeRrS Af drsm de s i gn e do ntFop rp rnoencpet s saaprpyl |

datFoar example,siinfitamlapeldihcaatnthme dotmsd sthled ecr i t er i a
classifimdle pdsntduednetnt , t he online form wsll not a:
p ar eIohti'sslpi 1’bsgiincp 1 i f i etis optir hees eabpyp lai Iclacovwmibnygo vui sdee
necedndoy mation.

Applicants whon lfainwkh btalve BAESA dy completed their
appl irccafbelyee acehave the option of wusing the Inter:
TooRSDRIT) . Tphreo vtiodoels t a x da tt e acttaont thtlehee ma pcphl ol ocsaen tt o i
into the SPHATSIA Adhds An ot h aevgeu itvaaxl efnotrsmuasntd bteher e f or
completed manually, eveDRTi.f the applicant wuses t

Processi HAFB8A the

After an applicanftomssmmbmidsce as FAFBA,t hdeCentral P
(CPS) . The CPS’suges ptoms easppgloi cadtcul ate’san EFC ar
data against several existriing Aatmihdsdes ats wah 4«
studentdendielhi gieblisltiatlhye nfilohraei dCPS al so checks the
possible inconsistencies or mistakes that requir

After ptheecFAF %4 hdea tGP S tpy poedstpcwetfs dtowon edmetnst. Th e
Aid Repoprrto v(iSdAeRs) t he st udent woirtnha thinest iotru thiean aElF C
Student InformasarenpReviarthdsd i(tluSliBbns that the st
or her FAFSA. fThe nI'sSuHRE® tabnedi ddata from the FAFSA
inflioastéenedbhordl aid.

Availability oRefbheeRAESAXeand

The FAFSA becomes aov¥ahiel aybelaer om i @cat ot boe(rtAXlg appl i ¢ e
For exampAFS8A f 682 0A¥@®a me avail ab.l eThOec t OAFeSTA li,s 2
mpletiewdc ame nanfd rtfreaxt hen ye d wot ygarss prior to
plicabl dfloawamndiypaar .t hd hea HAFS Ralflpdk ei Y 2cO0olndp 1 e
imgome and tax information from calendar yea

ior t-0A¥20the FAFSA became available on Janua
mpleted using income and tax information from
e FAFSA -Z0olr6 AYe2cOalnbe availabhd wasJeomptgted 26
come and tax information from calendar year 20

0
t h
t e
r

©“ 9 O

-+ 0 g 2 & 0

e move to make the FAFSA availalbl e necarmlei earn da n d
x information to “psipog offwdyseraana ¢ o mml if ¥shend t hler ou
ercaims ea wtfhor ity sBERisftiactde d nt htahte tHhEeA.s hi ft wi | I

x & 5 B 5o =

[CR |

8 The online FAFSA can be completed and submiitedtps://fafsa.ed.goviThe paper FAFSA for award year 2018
2019 (AY20182019) is available dittps://fafsa.ed.gofdtw1819pdf/PdfFafsal8l9.pdf

9 For more information on the SAR and ISIR, see p. A¥Gf the Student Aid Handbook latttps://ifap.ed.gov/
fsahandbook/516FSAHbKkActivelndexMaster.html

10The authaity for ED to make this change is established in Section 480(a)(1)(B) of the HEA (20 U.S.C.
1087vv[a][1][B]).

Congressional Research Service R44503 - VERSIOBN- UPDATED 2
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pply for aid getahel ifeirnamcdi able tatied application pro
pplicaltiid®dhet ctnange in timing may also increase
ble to import tax 1inf RFMRT iboenictat wisset hei kA FS A huasti n
pplicable family members will havke fEARSIAt axes
ecomes available.

e D

Determination of DefEdndgdimbdy i$§
for the Simplified Needs Test

FAFSA ar’s depdndendgtetmine andtaoh
n thhis depetndegimpalplsp e satswo

¢}

Data from
for mul w

==y

The first step 18 detpemmdiemicryg sttlnd ustuddntt he st uc
be classified as independent, the EFC calculatio
studenapphdc¢abf&, stphpawssct.udefntt he stteardieamntf adroeasn n o't
indepstnddetnt, the student is classified as depern
financial resources ofsbpafienhe. student and the
Theomdcstep i1is detsrmingngpidhe yapplSiNaTa)b € mphe fiec
applicant 1is eligi’bl EF€Cowitheb8NTg tae hreeidnuecdedde nt t h
numbeirn codfme e d afnadc taosrssebt @& o wd ilidne mEoFdC ¢ aSlocmel a t i o n s
applicants who ameyebegifhtehtaourtecotnhagf E BcN& efaoor a n
applicant 1is not eligible for the SNT, the EFC w
which considedsadbo¢hsincome an

Deter mDeipegdency Status
The HEA has di fferent formul as for each of three

T dependent students;
T mdependent students without dependents; and
f independent studédnts with dependents.

As noted previousddegnt het fdbeamtud ac dmsgi dlemps t he fi

studpatents while the formulads faesesnwhpendentts
married, the financs aslpawsseo uarrcee sa lowa ytsh ec st suiddeenrt e

See Department of Educat i-200nl,8 “FChifpSnfinaricialaldiagikit.edigdvm g t he 201 7
resourced$afsachangesl 7-18-faq.pdf

12 Notably, a student who is married is automatically classified as independent of his or her parents. As such, there is no
circumstance in which the EFC formulawéul c ons i der t he financial resources of bo
student’ s spouse.

BStatute labels the two groups of independent students as
spouse” and “independemlmdr stthuadmna ss pva u he de pEmadedhd 51 witt i on o f
Section 480(k)(2) of the HEA (20 U.S.C. 1087vv[K][2]) specifies that, for purposes of federal student aid, a spouse

cannot be a dependent of an independent student. Since a spouse cannatkep e ndent , t he “other than

designation in each dependency status is somewhat unnecessary. In the interest of brevity, this report will refer to
“independent students without dependents and independent

EH) 13

Congressional Research Service R44503 - VERSIOBN- UPDATED 3
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Criteria f ot ISt diledpertde

The HEA specifies that a student who does not me

treated as a dependent student. An 1adogfpendent s
the folloXing criteria:

f is 24 years DPécameeor3bld®rthby award year;

T is an orephaaareéen oéos s rwawrads oafn tohrep hcaonur ti;n f os
care, or a ward of the court at any time whert
or ol der ;

T is, or was 1 mmediat eolfy nparjioorri ttygq aatnt acimminncg ptalt
minor or in legal guardianshimpi adi dteit@emr mi ne d
in the dssndiwoidfialegal residence,;

T 1 s a veteran of the Armed Forces of the Unit e
active Aumgdi Forkes for other than training |

T is a graduate or professional student;

T is a married individual;

T has legal dependemtt s other than a spouse,;

T has beeygbyvear iqfuiael d dfw reidn ga utthheo rsictchyool year i n wl
applicatito,mrdiei$éhbmian unaccompanied youth wl
child or youth, or as unaccompanied, at 11isk
supporting.

A student who does not meet any of the above cri
purposes foofr MfilKlea . EWFICy ,’s af isntaundceinatl i ndependence do
ma kkehetudent i ndeplenrdedinitdt fipadire pto s e s . Similarly, whe
declares a student a8staxdepé¢tndanttadesmtthe fpercenbdn
dependency stat ushef oFrAFiiSdA®t capmadlr potswede mtf a1 d.
Independent Student with Dependents

The EFC formula has separate treatments for 1nde
Thuseceoa student maeisdtbhendentestadttat, it must
independent student has dependentthe Mpeawmdtents o
dependent children and ethpoupenpsowho (¢xeewt thha
more t-hamffomkeir support from the student and wi
of their support from fthe student during the awa

14 For completdegislative language related to independent student criteria, see Section 480(d) of the HEA (20 U.S.C.
1087vv[d]).

15The award year runs from July 1 to June 30. The FAFSA for a given year presents this criterion in terms of a
birthdate. For example, theY20182019 FAFSA asks if a student was born prior to January 1, 1995.

®In very limited cases, a school’s finmancial aid administr:
classify as independent a student who does not meet any of the statutory criteria for an independent student. For more
infor mat iRrafessiosakJudgmehtaBdiftents wittUnusualCircumstance8 s ection later in this

17 See Section 480(k)(2) of the HEA (20 U.S.C. 1087vv[R][2]

Congressional Research Service R44503 - VERSIOBN- UPDATED 4
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Whose Financial Resources are Considered When Calculating the EFC?

1 If the student meets any of the independent studeniteria, the student is consideretb be anindependent
studentandthe EFC formula considers the finamdi r esour ces of the stude
spouse. Fomarriedindependent students, the EFC formulansiders the income and ags of the student
and the student 8 sgesembdoesaot distngudisie who thevircdme oragsets are
associated with

1 If the student does not meet any of the independent student critéhia,student is considered to be a
dependent studnt andthe EFC formula considers the financial resourcesath the student and the
s t u & panentél For dependent students, the EFC formula has distinct treatmentséoné and assets
depending on whether hey are associated with the student

Determining Eligibility f%r the Simpli

The Effu If or mwlmas irdhenrge of dat da ocli ameomtes amel atss et s
number of inter medicatnmd ncgs hEBE atdMmmt s at b sdtudent s,
subject to stApp lficlalmhtfSomwmulha certain characterist:i
l eveli gairbel eelf or a (SNADHidnecadunemaslheeddasStdTon EtF C

cosni der ans aapsphieitncsacnatl cul.Apphigc dhtes EWICo are eligib
and fill out the FAFSA online are .t ylfhicalledurets
the number of questions theng shalfEAFSAmust answ

To be el i gi,blaeh pflomre sitnhhteh aSYNT an a dj usotfe d egsrso stsh ainn ¢
$§50, 000 oatnhde rmecerti t eria. For dependent students,
studemptarents. For indeadpmeandeamtplsitessd e¢mt st ,het ceo mbGIn
student andsthpgofBsamndye.nt

Indadion to mee,tiamg atphpe iAfala tl iami t1 east one furth:
from a 1istFoaf dermpietnedreina st ude nyt st,o tthhiees es tcurdietnetr i e
parent s . For independent mtdedenandsthpgoefesadeneri
any Tthaet storytheifetiawang

T Files a qual Dieiped dteax fkomments are eligible
areel i gible tod @40EZ taxd 08 OAmM. Independent stu

eligible 1fal0hex dilb0L0EAerA 1040 form is al
form for both 'plapemtde ndndtiuddaepesndednlt st udent
foim filed only to claifAa qppahiofaed educati
files the 1040 and claims other deductions ot
T I's not required Deop efnidleen ta sttauxd ernettsuranr e el i gi b
are qwitrede to file a tax return. Independent
the studentsnopothe, stfidemy, is required to f
T I's a di sl oDeeapteendd evnoarrkeetreid £ gdebdtepias a
dislocated wartkert.udlemddp catrde stludg®btl eor t he st

18 The simplified needs test is established in Section 479 of the HEA (20 U.S.C. 1087ss). ED has issued clarified
eligibility criteria on this issue through the FAFSA and other guidance.

19 Some states require asset information for all applicants tawlateeligibility for statebased aid. Because states get
data from the FAFSA, students who are residents of these states may be required to provide asset information even
though such information is not necessary for federal aid purposes.

20 See Section 47Bf of the HEA (20 U.S.C. 1087ss[b]) for full legislative language.
21 Qualified tax credits are those under Section 25A of the Internal Revenue Code.

Congressional Research Service R44503 - VERSIOBN- UPDATED 5
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spouse 1is a dislocated wowhbdbrns A dislocated v
involunthasi by hestjob ##nd meets other criter:
T Received a ¢guwasltiefdi ddenmddans.Qnat héipdi or 24 mo
benefits include Suppltheumptpa le mSenct varli tNyu t Irni ¢ o mc¢
Assistance Program (SNAP,;fferemamldy rkdawre das f
price schompodamy hAssistance ;fbe Needy Famil:i
special duppleméembpba program for women, infant
and other programs FHEHRnhtas iwesde byt Hihse SSecmettan
discretion to add Mediesdied *bentelféd tgualified 1

Aut omatic ®»Zero EFC

Some applicadntgsi bwhko faoore t he SNT may be further el
This means that, regardless of other financial ¢
A zero EFC entitles the studes#tastead Irfesclemidweentt he n
aid, givem ¢het sofidantendance and enroll ment r at
available to dependent students and independent
independent students without dependents.

In A¥20®] a dependent student is eligible for the
eligible for thse PSaNW&htnswa & htee sawdehd, 000. An ind
with dependents is eligible forld hftomutthbenaSNE e
the AGI of the st usdpeonuts ea n(di ft haep psltiucdaecbnlte ) was bel
The automatic zero EFC is not the only way that
possible that a studentofmashehd®SWI drzar d uB H C EFL o

22The HEA follows the definition of a dislocated worker in the Workforce Innovation and Opportunity AGE)VI

WIOA defines a dislocated worker as an individual who has been laid off, demonstrates labor force attachment (usually
through eligibility for unemployment compensation), and is unlikely to return to the same industry or occupation. See
29 U.S.C. 3102(5).

Z2According to Section 479 the HEA (20 U.S.C. 1087ss), depe:
parent received a qualified benefit. Independent students

benefitt Sbr e gul at ory guidance has expanded this policy to inclu
example, see questions-2@1 on the AY2018019 FAFSA ahttps://fafsa.ed.gofdtw1819pdf/PdfFafsal8l9.pdf

24 See question 97 on the AY202819 FAFSA.

tn)

The “automatic zero criteria are established in Section
in statute are updated annually per Section 478 (20 U18&7rr).
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Figure 1.Determination of Dependency Status and Applicable EFC Formula

Does student meet

at least one of the
independent oy
student criteria?
Does student have
dependents other

than a spouse? Dependent

Student
Do student's parents

have income below

$50,000 and does
family meet at least
one of the SNT criteria?
Independent Independent
Student with Student without
Dependents Dependents %’
Is income below Is income below Full formula
$50,000 and does the $50,000 and does the for student
family meet at least family meet at least and parents
one of the SNT criteria? one of the SNT criteria?
Is parents’ income
below $25,000?
Full formula
for student I%I
and spouse
Full formula
Is income for student
below $25,000? and spouse

i

Source: CRS analysis of Part F of Title IV of the Higher Education Act

Notes: Full criteria for the simplified needestare in Section 479 of the HEA (20 U.S.C. 1087ss). Automatic
zero inmme threshold is based on AY28P2019 levels and may be updated in subsequent years.
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General Framework and Common
t he EFC sFor mul a

As mnoted previowssidcsoitdhteh ei nEcFoCmef oarnmdu laas s et s of t he
applicablkbomet hatdhset s e tptareft 4 nostihmeplearssns ., t he

EFC sipeapdieidon ofs“thaei”agpplbaneanand assets 1in exce
“proit@e®lo. calculate available income (or assets)
(or assets) and then subtract the allowable prot

Figairlel ustrates the major sStoapsaicth tdlegp emalenwlya tsit
There is some varomatipemdiemctyhs tattaaps based

T For dependent s thuudteinatmss, asreep acraaltceu lcaotnetd ion t he
studeftinancial resources and’sthparftmtancial r
These conttrhebdudeid nfogetteher final EFC

T For parents of(Wetpemadte nde pemdedmthss)t udents t he
independent studtelnearse wiist hadeipretnedrema di ate calc
“adjusted aveAAd D]l e AAN caovmacitl haeb Iseu m nocfo me and th
contribuwmtsischtEf A AImaiss t htee dcaaslecul dadre t he paren
inpptardent’sfSitmalknti bution.

T For dependent students and independent studert
contributions from income and assets are calc
togefheme is no AAl step for these students.

or parentmg o fiwmdtelmeamadree t han,otndheclhpiabdnitmlceclohdg
ivided by the number of students in college bef
or the final EFC. Similarwiythi mom@etwwhhadn te gt uden
tudbawvte their final contributions divided by the

Tablperovides brief descnsptlihe nfEoFr€fiT h shse. tmalh loae ifsa c
followed by a more thorough description of the E
Detail pdi dtalfeamsit aurs ed i n t he cAHpipie fbifxmthas report .

Notably, t her ewhidsti maoer sdi af if exr £ naree i mommd dreeleadv afmotr
family onftmbaeaob dependency st at uhso,whtehsoeu gfhi ntalhnecriea la
resources are treated. For example, total 1ncome
statusescebunttohdepeomine 'hownmaoamb obéntani bppesch
varies across dependency statuses.

F
d
f
s

Whi ¢ h Yaxdnfodnation is Reported onthe FAFSA?

Since AY2012018, ED has exercised an authority in law that alleaws s t u d e n t dakulaieéishgt o
income andax information fromthe yearthat istwo years prior to the award yeaf-or example, when
completing the FAFSA fakY20182019 students use tax information from calendar year @01

Congressional Research Service R44503 - VERSIOBN- UPDATED 8



Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Figure 2. General Framework of EFC Calculation
For students subject to the full needs test

Dependent Independent Independent
Student Student without Student with
PARENT <TUDENT Dependents Dependents
f ? ASSESSED  ASSESSED ASSESSED  ASSESSED
ADJUSTED ADJUSTED
AVAILABLE INCOME

AVAILABLE INCOME
ASSESSED

iit iit it

ASSESSED

/NUMBER OF /NUMBER OF /NUMBER OF
FAMILY MEMBERS FAMILY MEMBERS FAMILY MEMBERS
INCOLLEGE INCOLLEGE INCOLLEGE

Available Income
(Total income) - (Total allowances against income)

Contribution from Assets
[(Total assets) - (Asset protection allowance]] x (Asset conversion rate)

Available Assets
(Total assets) - (Asset protection allowance)

Source: CRS analysis of Part F of Title IV of the Higher Educahicin

Notes: For married independent students, the income
the student 8s iAssessmentrates\@ry ransane and assets and by dependency status

Congressional Research Service R44503 - VERSIOBN- UPDATED 9
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Table 1. Components of the Expected Family Contribution Formula

Factor or Components

Description

Total income =

Adjusted grossncome

+ Untaxed income

- Excludable income

Taken from tax return; noffilers report earnings from work

Income that is not considered for federal taxation but is considered by the EF
formules

Income that is not considered by the EFC fornaula

Availablencome =
Total income

- Income protection allowance

- Federal income tax allowance
- Payrolltax allowance
- State and other tax allowance

- Employment expense allowance

Defined above

Standard allowance based on dependency status, family size, and number o
students in college

Allowance equal to actual federal income taxes
Allowance equal to actual Social Security and Medicare taxes
Allowance calculated on the basis of total income and state of residence

Allowance for applicants from twparent families in which both parents have
earnings or applicants from singlarent families with earnings

Available assets

Total assets

- Asset protection allowance

Sum of cashinvestmentsand real estateexemptions includeetirement
accounts, equity in a primary residence, gualified small businesses

A protection amount based on the age and marital status of the student (or, i

applicable, the studentds parents

Contribution from assets =
Available assets

X Asset onversion rate

Defined above

The portion of available assets that may contrilaite adjusted available income
or EFC

Adjusted available income =

Availableéncome

+ Contribution from assets

Intermediate calculation; only used for parents of dependent students and
independent students with dependents

Defined above

Defined above

Contribution from available income / availabl

assets / adjusted available income =

Available income / available assets /

adjustedavailable income

X Assessment rate

Amount contributed to the EFC from each financial resource

Defined above

Percentage of applicable financial resource that contributes to the EFC

Source: CRS analysis of Part F of Titk of the Higher Education Act
Note: More detailed definitions for each term aie AppendixA.

Congressional Research Service
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

FormulCalA:ul ation of EFC for LT
Studeé&nt s

The EFC formula for depandbat fetmdtatststiontdndépe

in that it considers the financsapatadosr ¢thssof

formmlkacomtribution 15ss cmpadrcandtast eadn d oaxr steheeo md vadem
he

calculated for t student. Theés sEuFniC.of the two ¢
This section describes thesAmdtedopomadmeon,of y,depe
all applicants are subject to the full formula.
characteristics that qualify for the simplified
of the EFChftornmusled s( cotmptonent ). Applicants who ¢
test with parental income that qualifies them fo
and receive a zero EFC.

D

et adielfeidni ti ons far theasmpe coovti Miggplee hidbdfx tAis report
Calculating the ContributBoRafenta Dej

Definition of a Parent

t hes spaurdeemtts are married, the EFC formula co
ents. Guidancesthwmde pthaentf s ebdute hlaihvmanfg fthodge t h
formula will considerenthse. financial resource

t hes spaurdeemtts are dndot ¢ od it ghrea §gEaFpCa dfnotrencutllay onl vy
ns,jader st he FAFqSuA iraemsinc i alofi ndme mparneomt. The pare
nen are copardnantedii he mwvth ormeistfithdre dtthwed greater p o
emd®2th period preceding the date of applicatio
rmula considers the information of the parent
p or t2-nfoonrt ht hpee rli od preceding t hhee date of appli
mentiongdfeermdelea iaompipdegrs the financial 1n
ded the greater support during thdertost rec
parent whose financial resources are cons
al resources of both® he parent and stepp

n
€

O"".‘

“h b O 5O M e
oo

=

r
A
t

a

5B 5 =0
o

c 1

r are
or mal
rt r e
f of
dered

\% omponenhssiupEpra rhte fErFod@m 6a0 1 praurl ean

c
uded inthédesEFLCentlatd@hmlod Kiev
is

f

o < o

considered untaxed income fo
r ont ap anrotn coufs tao dlieagla lp acrheinltd tshua
@ income for the student.

[ IN @ el 7]

o
=0 o

C oWV S H =T ®® O~ Mo —
o o c o &
5 50 o
o
5]
5 o =

26 This formula is established and described in Section 475 of the HEA (20 U.S.C. 108700).

27 Department of Education, Dear Colleague Letter GIBNL2, April 29, 2013http://www.ifap.ed.gowlpcletters/
attachment&EN1312.pdf

28 See Section 475(f)(3) of the HEA (20 U.S.C. 108700[f][3]).
29 See Section 480(b)(1)(F) of the HEA (20 U.S.C. 1087vv[b][1][F]) and question 45(j) of the ACZABBFAFSA.
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Parental Available Income

Avail ablferi paomeats ofi sdeepgeuvnadla httwi mtma@ he h t s
all owances dteairres tarien da ga&i nasltl oiwnacnocnees

T I'ncome protectPAMhal I Bwafice pareints of depend
determined by the numhemsehopdr sadsthe nhebp:

college studenkns A¥20,h et hheo ulsPeAh oflodd. a family o
with one stu888h%0in college

T Al'l owance for f edidsi 8ad qu anlc otmien d catseeasls f e der al
paid.

T Al'l owance f olrhipsayerqoual ttaoxeasctual Social Secur

payroll taxes paid.

T All owance fer ¢ tdith®s shatde rothihne &t byathe applica
incomet amed of AYe sBiQdd2, n ctech.e Ianl Isbwamc & %vaoie
8% of total i ncome.

T Empl oyment expE&BRAET hael sloPvathd 6t i onal all owance
avail abdaerftaomhitlwioes 1in which both parents have
or i-maoawrt f ami lpiaerse nitn hwahsi ceha rtnhien gs fr om work

The amount by which total incom¢akkablkdsi noomeé a
Available 1ncome isst eodn ea vcaoi piwpdobnledn ti socfa wasdcjrui bed 1 n
subsequent step.

Parental Available Assets and Asset Conversi

Avail abfl er apsred st s o fe gdutaplt a imiass® $t@ld& nprsot ecti on
all owanceTHAPADA par’sasgse b(yi ft hae s i ngltechocpdeent ) or
parent (if married).

Parewmaalable assets are then subject to an asset
oPpar ecanstsaclt s in excess of the APA contsribute to a
described in the next step.

Parental Adjusted Available Income, Assess me
Contribution

Adjusted avai lIfoll @ airrecmame i(sAAIqJual to the sum of

income and 12% (thef apasrcantcolnvevasfibmbpantesys st s f
dependents saaudensed at progressive rates. AAI 1e
corresponding cont dabdilen omass asr ewlparees eantfcadmiilny h a
student oinn adolliecagne , bahad parental contribution 1 s
of students enrolled tonl blefga cfcoerp tiends tfaonrc ee,n rao 1flame
students in college, the parental contribution i

30 These percentagesedior parents with income of $15,000 or more. The allowance for state and other taxes for
independent students with dependents and income of less than $15,000 is 1% higher in each state and ranges from 2%
to 9%.
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Table 2.Assessment Rates and Parental Contr ibution from
Adjusted Available Income

Award Year 20B-2019

If parental AAl is Parental contribution is

Less than$3,409 - $750

-$3,409 to $5,400 22% of AAI

$16,401to $20,90 $3,608+ 25% of AAI over $6,400
$20,501 to $24,700 $4,633+ 29% of AAI over 0,500
$24,701 to $28,900 $5,851+ 34%o0f AAl over $24,700
$28,901 to $33,100 $7,279+ 40% of AAI over $8,900
$33,101 or more $8,959+ 47% of AAIl over $3,100

Source: 2018-2019 Application and Vification Guide, Table Aéttps://ifap.ed.goefcformulaguide/
attachments/071017EFCFormulaGuide1819mfed on Sectim¥75 and 478 of théligher Education Act

Similar to progressive rates 1in the income tax s
portion of AAI above thealt hmosdktowmlidtehn €# ot 1 e ga mphd,
an AAR, @G0 $2&%2 A¥WD2 01 d haveed 0dssssdeidr satt 212 % (contrib
$3%0t80 the EFCH0 dadheenecaxd S REBe (BHA) nge $1, 0
remainSDfigaSéeséeaddantpo2 9% ¢ EFC). The final paren
t he EFCcedmavioihd d501% ¢ $6308% 12,508 3)5.

12% as sreait mc otnhvee rpsriioonr st ep means that assets
ctice, t hi sl mekowlflsnacrtoshmet aamdld iatdidant a on al dol 1l ars
fer ent hEeFfCf e cFtosr cem a mp 1l e, ’spafr ean tdse pheandee hd 5 hude
lecge AAld 3bOOteche$re fore subjecting additional f
hesat s4%% ment pantanvlasialnadb [teh ei nc o me piameémeasses by
wi l 1l i nc rpeaarseen tbayl S$clo0®F @inbdu i 1 on ncoctabe by $47
t hpea rsécamies € pad rH 1 @ @ aisec i n a v aAiAlla bwliel 1a sosneltys ,i ntchree
$12 due to the 12% asset pcaornevnetrasli ocno nrtartieb uitni o
C will onl§gdiaé7ascet BYyY2%S5

Mo = »5 06 as H
< i =0 s

Calculating the Contribution for a Dej

I nddai ti on t’6i hhacpathen tHslodCdunfuoleas a dependent studen
the personal financial resoumnstmnbofpawkamsst udent .
financial rienpfoorrtmead i comm otths ec odnAstFifdAecracde peatdemg a
studentmcome or assets.

Dependent Student Aves imbhét, Iandm€pnAsi butio
f r olmm ¢ 0 me

Avail ablferi flepme dd ott ad tmii dnastend loioswapaiersst 1 ncome
Four all owaoamesaapapglaidoendi ¢ pd med’¢ mtt ad t3hi d € © tme

1 ncome protedthPAomMmh &bt Bdapeedeé¢nt 8students in ¢

I
2091 s 58.6,

31 The fifth allowance against income, the oyment Expense Allowance, is not available to dependent students.
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

T Al'l owance for f ediési 8ad qaicanfaocatineer a la xiersc o me t a x e s
paid.
T Al'l owancet AreJipsayerqouall to actual Social Secur

paytakks paid.

T Al'l owance for st dithse shdtde rothihreed ttaxx etshe depende
studentot al income and 826, ct hifs relslidwamrcce I n
ranges fr omnot0a% tion c6o”meo.f t

The assessment rate for available income for dep
that oncse aAanscsemadeamtceeds allowances, an increase
studemtontribution by $1.

Dependent Sttwsde nts spasssslen€otnt ri bution from Ass

Thereadsemoproteftdbrodepbthdwancetudentistsot @hus, a
assartes coavadétnabdllned aasrseetass sessed at a 20% rate.

A notabl e oe xchel st it e eeitasst miehnet torfe aatsment of an educat
(such as a 529 account) that is owned by a depen
accowmtnsidered an 'aspalthimstf ltehaed ss ttuod eantmore favor
t haes set than 1f 1t was ’sasasesseste.d as a dependent s

Dependent Student Contribution

The contribution of a dependent’s sdcdanmdtemitbutsi arhef rs
income and contribution from assets.

Final EFC for aenXependent Stud

The final EFC for a dependent student 1is the s un
studemwtont t nbuts onf awnhielrye htahse mo reen rtohlalne do nien sotrud e n
ccepted to college for thies advaviddegdaby the paumk
t udeexnptesct ed t o be emnr ollhlee dc oinnt rtihbeu tuipocno moifn gt hyee adre
s not divided by the number of students in coll

- ®

FormulCalBulation of EFC for |1
Students withott Dependents

Tk calculatfon eofi 1
resources of the s
t ot al income and t

dep&ffdent student without de
demntspadsei fFapplheapliepodst e
al alsesse tcso nosfi dae rneadr rai esdi nsgtlued e

the full formula for 1 nde
ithout dependents may qual
e full formul a.

Deati l ed definitions for cApgple ntcafrxmt Aiins irteaporcts. ar e

independent student

h
u
t
Thi s section describe
S
not be subject to th

32 See Section 476 of the HEA (20 U.S.C. 1087pp).

Congressional Research Service R44503 - VERSIOBN- UPDATED 14



Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Available Income, Assesfsmemtl namnde Cont

Avail abligoit a¢ animenme ek loa walgqaierss tT hienrceo mer e f i1 ve
all oewsanacgainst 1 ncome

T I'ncome protect iTohne allPlAo Waoncea n( liRAd)ependent stu
dependent82 09in$l ERX®OF an unmarried student or
student whose spouse is e®B2@WIPARfatr [ east h
married student whose spouse is not enrolle

t i m8 63 8.0

T Al'l owance for f edsi 8d qaicanfoeatineer d la xiersc o me t a x e s

paid.

T Al l owance f or Tipsayerqoudall ttaocxeasct ual Social Secur

paytakks paid.

T All owance for st dithse sdentde rothihree ds t ay etahle appl i c a
income and s¢catbmBAANT@Ehedaeahlsbwamce %vaoie
6% of total 1income.

T Empl oyment expen$edabkadances(EEARts are el
EEAnly if (1) the student 1is matsried and (2
spouse havm werkings fro

Th@ccontributidfhofromdependent students owlithout dec
availabllenaiprdaeme . t hi s nmeensethetthe$Sadvailable ir1
independent student withoutts dceopnetmrd ebmuttsi owmi Iflr oimm cir

$1.

a l
d

1
)

Available Assets, Asset Conversion Rat
Asset s

For indepenadveanitl asbalutdctnst tsabas s $tsled¢ protection all
(APA). The asset protecsttiuvodne natlsl o wa mbcaes efdo ro ni 1t cheep e
age of tMPeA slteuwdeelnst .aArpep epnrddisxe Ao et ddi pretevabby, the
for independent student sr apraer etnhtes soafmed eapse ntdheen t A PsA
that the age variable aligns with the age of the

The asset conversion wiahtoeu tf odre Bletinddecpnbhtnssl ¢ nt hse t uden
“contribut i’ B0 %rfom sassestest si n excess of the APA.

Calculation of EFC

The EFC is the fsaums logfo ntthrei bawtpiloinc afnrtom i nc ome and
assets. The EFC camumadfo50O% cochawmbalwaipghd klhe n &
imome 2% dof t he apphveahtnmfemabyetwsh.ere both the
the sstusdpamutse are eanchl sEHGCens ddl It ewde d
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

FormulCalGC:iul ati eonr dmdEpE nfdent
Students witKk Dependent s

The <cal ctuhlea tBFo@nfoof ndependependendentcowstibers the
resources of the studentspomdsecei fFappliheapliepodstde
total incesmsetsmdofostamarried student, the couple
or assets of am idedemadmrdeamst asrteu dheott considered b

This section describes the full fAs mundtaetfhoer i nde
“Determining Eligibilityeftoronheali mpdepeadelNeed:
qualifies for ashte issi mpdliy i seulbjnectdst ¢ t he 1ncome
formula (not the assennsg oo6mpemnt¢n wiqfuha |4&iefpicemsd efmodrs d
the simplified needs test and the automatic zero
EF C.

Detailed definitions forAptpheen dbifxrtdsi § nrépatt cs ar

Available Income

Avail abliég oii mcanme usaltloaowdnces agBhhesd dmne ofnieve
allowances @against 1ncome

T I'ncome protectPAMhabl 8Bvadc etimectdbes i s of
number of pemndemsetsecholideand the number of ¢ ol
in t heh olladu AF2@®,] t he I PA lTevel for a student f
four with onei X 8&s.on in college

T Al'l owance for f ediéasi adquanlc otmen d cateeasls feder al
paid.

T Al'l owance f OoTrhipsayerqua B dtaokxaebsc S8aelbrity and Medi
payroll taxes paid.

T All owance for sThits daatde rothihrea dstt agxeishe appl i c a
incomet anmd oef. rI2802Ae n¢ he alalrfimemce % t o
8% of total income.

T Empl oyment exp&R®AET hael bFoFawa a € pabrleentt o t wo
families in which both par epnatrse nhta vfea neialrineisn g s
in which the parent has earnings from wor k.

The amount by which total ciomsdmnre reexic cmevdasi ltacdbtlael ia
Available income is one ¢ opwphincehnti so fd easdg ruisbteedd ianv
subsequent step.

33 See Section 477 of the HEA (20 U.S.C. 1087qq).

34 These percentages are for independent students with dependents with income of $18¢060Tre allowance for
state and other taxes for independent students with dependents and income of less than $15,000 is 1% higher in each
state and ranges from 2% to 9%.
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Available Assets and Asset Conversion

Avail abd pual$ a¢hmmssstsSled proteCcAPANARA hwawvrainecse
by sthedmatital statustaddnt APAage vell st for indepe
with and without dependents are the s ame

Available assets are then subject to an asset co
inxceess of the APA contribute to adjusted availaltl

Adjusted Available Income, Assessment,

Adjusted ave@AABDpPIlI ot ncowdmependent students is the
incom?2%afpdhe asset conversion rate) of available
studemstpouse. The AAI 1 sl na scsaessesse dwhteor ec aal cfualmmitley Ehtk
one student enrolled in or adoceptieed dfeadr begntt dlel ma
students.

AAI 1S assessed at a
r

progressive rate. AAIl level
contributiondabI e p sent

€
e s e ed 1in
Table 3.Assessment Rates and Expected Family Contribution from AAl,
Independent Students with Dependents

Award Year 20B-2019

I'f the applicanto EFCis

Lessthan-$3,409 -$750

$-3,409t0 $16,400 22% of AAI

$16,401 to $20,60 $3,608 + 25% of AAI over $16)0
$20,501 to $24,80 $4,633 + 29% of AAI over $2000
$24,01 to $28,9D0 $5,851 + 34% of AAIl over $240D
$28,901 to $33,00 $7,279 + 40% of AAI ove$28,9D0
$33,1010r more $8,959 + 47% of AAI over $33)D

Source: Based or20182019 Application and Verification Guide, Table ®@@ps://ifap.ed.gogfcformulaguide/
attachment<)71017EFCFormulaGuide1819,duifsed on Sectia77 and 478 of the HEA.

Similar to progressive rates in the income tax s
portion of AAI above talpepdwhtodhsshosltd.delhdanax amdIl e,
AAIl @f0o080R2 12 W¥WDO1d havodOdies dssssd Ht1 22 % (cont ri
$%0t80 the EFC)H,k stshees sneedx ta t$ 425 &% ( hdadadBE L hE 1, O
remai hSDthg s ssed atd35%tthaed EIFCY .$§ The final EFC i
wo ul d5,b0e6$830:85 12,584 3).5

The 7% asset conversion in the prior ste

this means thaotf ninddld ¢ < volnsatl d mtoigat lnltyhFef € ct h am an
equal nadibietri efal dollars of assets. For example
$3100 (therefore subjecting additional financial
and phéesampvailable income incrhAkewi bly $dd0cadgd e
antdhEeFC will increase by $47. Conversely, 1f the
in available Bs AAfls wiflhe omp yd iitahwer £7a% ea sbsye t$ 7c odnuvee
rate in the prior step a2n9d (t4h7¢e% BFC $wi0l)l. only 1inc

p means
D
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Table 4. Summary of Final Assessment by Dependency Status

Effect on EFC of
Additional $100 of
Dependency Status What is A ssessed Assessment Rate Income or A ssets

Dependent student

Parents of Adjusted available 22% to 47%with higher  $100 increase in
dependenstudent  income levels ofadjusted available income will
(Sum of 100% of available income increase EFC between
available income and assessed at higher rates $22 and $47
12% of available assets) (seeTable 2) $100 incease in

available assets will
increase EFC between
$2.64and $5.64.

Dependent student Available income, 50% of available income $100 increase in
Available assets 20% of available assets available income will
increase EFC by $50.

$100 increase in
available assets will
increase EFC by $20.

Independent student Available income, 50% of available income $100 increase in
without dependents Available assets 20% of available assets available income will
increase EFC by $50.

$100 increase in
available a®ts will
increase income by $20.

Independent student Adjusted available 22% to 47%with higher  $100 increase in

with dependents income levels of adjusted available income will
(Sum of 100% of available income increase EFC between
available income and 7% assessed at higher rates $22 and $47.
of available assets) (seeTable 3) $100 increase in

available assets will
increase EFC between
$1.54 and $3.29.

Source: CRS analysis éfart F of Title IMthe Higher Education Act.

Notes: Effect onthe EFC assumes one student in collegect of additional assets assumes available assets
above zero.

Professional §tuddgenetddtn wssintdhl
Circumstances

In some cases where af ifnaamichiyadims tawmkjesgt tthe EFCs d
may not accuratsehynberflieygytta famitlybdte to educa
HEA gives 1 ndfiiviniadnucali dstcarhhandolnsis (aFuAtAhs@miltiyme t b as i s

of adequate documentatiomyatse Mmale sadjopusthmenmctos to
or the values of the data items required to calc
bot ha)l Itoow for treatment of an individ®al eligibl.
Such adjustments are commonly known as professio

35 See Section 479A of the HEA (20 U.S.C. 1087tt).
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PHEAvidesxhausod veitcsemstances that might qual
iy high medical ,expmatsadwe lolr ansu rwn msgu ahlolmye hi g
costs. An applicant may also bedmetigible fo
urately rsefcluercrte ntth ef ifnaammicliyanlp | ¢ iar st msdteannt ¢c ena.y F
qwPdsti f the family recently experienced a job 1
an gtehse tfea minlcyome or assets.
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When exercFAAnmayYylJnott hedirect |l EFFChaTfge daddmi situtdea
only ¢ hanignep usttuhdtdatbahaey reduce the EFC. For exampl
the job loss of a primaappkb’anicmceame tlheev eFIAAt anamo r &
acurately resflanmctti c¢dihpa tfadniilycome in the coming vy
In very 11 msntaeyd bcea saebsl,e RAA cl assify a student as
does not meet any of the staoadaponrnderndytevdnr fda
Guidance from ED notes that a student may mnot be
seddfficiency orsbpenasntsthefssadeatprovide i1info
financiallil teadutchhed iotnudLCrntrcumgennegedepbndemay oy
include abandonment by parents, an abBsusive famil
safety or health, or the stud®nt being unable to
In all cases of PJ, t he cBEAA fi st hree qcu irrceudnstt @ ndcoecsu m
documentation may hwo | nd s chsassalrtyoe ipfr aotrdidrec ésshevi denc e
adjustment of data. used to calculate the EFC

36 More informationonPJanddepel e ncy overrides is in the “Application and

2018-2019 Federal Student Aid Handbodieginning on p. AV@GL11. The full handbook is available at
https://ifap.ed.govap/byAwardYear.jsp®pe=fsahandbook&wardyear20182019
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

AppendixA.Det ail ed Daerxfd nAM2i@®In s

Levels

A number of ter ms afnd efdo rsmumlia afral cytTchrcss oaarpep EdieC i K o 1
provides detomfi lecadc hd eof fi nti it e Jobnest d e fasnn & thdasmiesr ccatp o 1T t

combination of statute and subsequent agency gui
andises# annually, this report pd2d%°i des the most

Tot al inc ome

Total income consists of three factors: (1) adju
both odomwthiicthut e t @ ntdh o 3t)o teaxle Linndeadrrheee d mc®sn 1t

Tot al I ncome = Adjusted GibBssesl udabme kntamaxe

AGlomces from sheyeppliegaznteturn. AGI i1is the sum
considered for the ¥Phfi ptobe sa prhlaileatoadiid exatt it a x.
in the prior year, the applicant declares any ea
substitute for the AGI.

Untaxed Income

The EFCsfoomwimite if or ms of 1 ncome that are exclud:¢
Untaxed income that is c¢onstihde feoolf lboywitnlge EFC for

T chi hpport receivebdcliokrkdonay, ofuta patenthcl uding
or adoption payments;

T paymentaetfexred pension and retirement saving

T ITRA deductions &®moplpypeume SEP, taSn dMPdtEhe rKeogh
qualified plans,;

T taxxempt interest 1ncome,;

T untaxed portions of IRA distributions, exclud

f unt axed ppoerntsiioomngsc b idi;ng rollovers

1T housingandf oootdher 1iving allowances paid to mer

agy others (including cash payments and ce
luding tblmes evamiude towafr yorhousmnki baryhe value
owance for housing,;

b

1 e
nec
11

o =0

T veterans mnoneducation bDeenaetfhi tPse,n ssiuvocnh, aosr Di s ab
Dependehogemndty Gonnmdp/eonrs aVtAi Ed-8¢ atdiyonal Work
all owances;

37 Updated factor levels were published (and in some cases, corrected) throughout the y&adertidregister
Final levels were collected in the 202819 EFC Formula Guide https://ifap.ed.gowfcformulaguidedttachments/
071017EFCFormulaGuide1819.pdf

38 Taxable income may be lower than AGI due to exemptions and deductions.

39 See Section 480(b) of the HEA (20 U.S.C. 1087vv([b]). Definitions in this report also reflect additional clarification
and instruction from the AY2018019 FAFSA.
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T money received, orbphadfonnpopheoenespbadceced el sewtl
FAFSiAncl mdnegceived from a parent whose finan

not reported on the FAFSA and thait is not
buetxcl|l mdineg pa
informamncbwnded n the FAFSA; and

T ot her untaxed income not oO¢chmpensatiremported,

par
id on ds dbeepheanldfe nbty sptaurdeenntts wh o s
0

disabi,butynod¢texmehddidngoster care benefits,

income credit,, additional acxheid dSocaixalcr edi t \
Security benefits, Supplemental Security Incc
Opportunity Act eblascea tmiolniatla tbye nledustisn g oar o
housing allowance, combat pay, benefits from
(e.g.,ptafieygrtferei gomr icnrceodnet efxocrl ufsei doenr a l X
special fuels.

Excludable Income
Excludable

foll 8°ing

income 1s 1ncome not ¢ o n sEixdcel ruedda bfl cer
1 ncome 18 subtracted from.HExel wdianb loef iAdhdeo men di malt

t

I

f education tax credits c¢claimed under Section
T child support paid by the student or parent
as a result of a legal requirement;

T taxableframnbaged empl oymemtchpresgdfemer al wor |
study &mdende cednpl oyment portions of fellowshti
T taxable student agdamntepand easddcjhuosltaehde hgirpS si n
income, includingwAhdraGogpanberafdi s haod ar s h-
of fellowships and assistantships:;

T taxable combat pay, itanncdl uding special combat
T earnings from work under a cooperative educat
institution of higher education

All owances Against Incom

All owances againstpr at e’ apefifésacéts ot oktnaol wni nacso me a s

prior step. Allowances have the effects of exempt

income from contributing gonetdhtoEdComifledn einlaa wa n
income (such as taxes and very basic living expe

40 See Section 480 ®f the HEA. Definitions in the report also reflect additional clarification and instruction from the
AY2018-2019 FAFSA. On the FAFSA, information related to excludable income is collected under the heading
“Additional Financial Information.?”

41 Information on education tax credits is collected alongside excludable income on the FAFSA and is added to other
forms of excludable income on the EFC worksheets and formula guides. In statute, however, education tax credits are
not listed as a form of excludablecome in Section 480(e) and are instead listed as an allowance within the formulas

for each dependency status (for example, see Section 476[b][1][A][v] for its application in the formula for independent
students without dependents). This report followsBRE worksheets and formula guides and includes education tax

credits as a form of excludable income. Whether education tax credits are considered as part of excludable income or as
a separate allowance has no effect on the EFC.

Congressional Research Service R44503 - VERSIOBN- UPDATED 21



Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

t hat

wance
ion) .

® oo 3 ag
——ao —5 o o0

—_——n == 0
o o =

Al l owance

The Inceme obhir Al ¢ o wance

expenses f

dependency asmtidtyus izmed

PA levels

S directe
ecent
ubject to

e

applicants

an
I”b&rincome.

e arkovWawmwees
against

1 ncome,

ar e not

Certain components

wa ffcieXsenhdr ear e t he
wwa anrc yenabpyp lds fciamatamlramd c ardi 5 h ¢.0 me

S ame

faoirn

expectddrso

¥BPhé nsaumionf omkees e
which 135

of the

five
used

aSolmwmewa nces

contrib

all owanc
cal cu

to

a

aclhla raapcptleirciasnttisc swiw

AgaihbstohlmpcPmet 2ttion

r om

for

e.arTypically,
d to
spetufoedl YV PA

(I PA)

i

s designed

l eve

1

Al ]l owance

t o

excl

cont'syr ibRE.i nlghe ol RA ea papplgel tiacmatmitn e d b
numberl bédgsetudent

and

t he

applican¢t sevofabbhbehldddpdantdedesyasha
a schedule o
calcul aatde thmoere ® ¢ albhlen swhowsaltr d ny & 4 =

f annual

l1€908ls Swarc e

I PA

it hhaethey 2 Al IP2A

annuaEDi alfdaltdtomdriyndimeasas eastr e

nflationiasagdckndaiart IRgehdde r al .

Regi ster

Table A-1.Income Protection Allowance s for Parents of Dependent Students

For AY20182019
Number of Family Members in C ollege
Family Size

(including 1 2 3 4 5

student)
2 $18,320 $15,180 i i f
3 $22810 $19690 $16560 f f
4 $28,170 $25,040 $21920 $18,790 f
5 $33,240 $30,100 $26990 $23850 $20,740
6 $38,880 $35,740 $32,630 $29,490 $26,380

Source: EFC Brmula Guide for Award Year 2018019, Table A3https://ifap.ed.gogfcformulaguide/
attachments/071017EFCFormulaGuide1819.pdf.

Notes: For family size above six, add $4,380 each additional family member. For family members ikegel
above fivesubtract $3,120Gor each additional family member in college.

Table A-2.Income Protection Allowance for Dependent Students
For Award Year 2018019

All Dependent Students

$6570

42 An additional allowancecdgial to education tax credits claimed under Section 25A of the Internal Revenue Code is
listed in statutory formula for each dependency status alongside the other allowances against income. For example, see
the formula for parents of dependent studen®seiction 477(b)(1)(F) of the HEA (20 U.S.C. 1087qq[b][1][F]).
However, as notedhithe previous footnote, the FAFSAllects information related to education tax credits along with

other forms of excludable income and most student aid worksheets calaulatedits as part of excludable income.
This report follows these documents and lists education tax credits in the excludable income section later in this report.

Whether tax credits are claimed as an allowance or added to excludable income doed tiu BFE:
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Federal Student Aid: Need Analysis Formulas and Expected Family Contribution

Source: EFC Formula Gde for Award Year 2018019, p. 10, line 39https://ifap.ed.goefcformulaguide/
attachments/071017EFCFormulaGuide1819.pdf.

Table A-3.Income Prote ction Allowances for Independent  Student s
without Dependents

AY20182019
Status Income Protection Allowance
Student is single, separated, divorced, or widowed $10,220
Student is married and spouse is enrolled at least hal $10,220
time
Student imarried and spouse is hot enrolled at least $16,380
half time

Source: EFC Formula Guafor Award Year 2018019, p. 21, line 12https://ifap.ed.goefcformulaguide/
attachments/071017EFCFormulaGuide1819.pdf.

Table A-4.Income Protection Allowance s for Independent Students
with Dependents

For AY2018-2019

Number of Family Members in C ollege
Family Size

(including 1 2 3 4 5

student)
2 $25,870 $21,450 fi fi f
3 $32,210 $27,810 $23,390 f f
4 $39,780 $35,370 $30,960 $26,530 fi
5 $46,940 $42,500 $38,100 $33,690 $29,290
6 $54,890 $50,480 $46,080 $41,640 $37,250

Source: EFC Formula Guide for AwdrYear 2018019, Table C3https://ifap.ed.gogfcformulaguide
/attachments/071017EFCFormulaGuide1819.pdf

Notes: For family size above six, add 380 for each additional family member. For family memberoitege
atove five, subtract $4,40for each additional family member in college.

All owance Agai AttoWanomefd2: Federal Income T

ncome t a

This allowance reflects actual federal i

avail ablree tfuromms .t alxft t he applicant or relevant fa
at the time of filling out the FAFSA, the applic
FAFSA.

All owance AgaiA$toWwaonomef d3: Fed’eral Payroll

This allowance i1is designed to reflect actual fed

Medicare

4SS

itsa xceasl)c, u laantde dn ionng st hferl dbaal shiosw dpnfcade @ r

tatute refers to this allowance as offsetting “All owance
calculates an allowance that is designed to reflect payroll taxes for both Social Security taxes as well as Medicare taxes.
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tax alldwdmwce is calculated separa

and Ot her

ai msf etde rrad filtsea cctea slgcsutd imntaetde do nn ot he b

Agai At olvanomef éd4: State

stheeeofsreasardencen dmong states. All
in statute but are wupdtalteed each year

of Incomeptitenttadet b€t dnctommiht
r¥pPpeasread . allowance percent #gderate publ

percent agiehbsfoedresidemesdodcyegascthat

Table A-5.Allowances for State and Other Taxes by Dependency Status

AY20182019
Parents of a Independent Independent
Dependent Dependent Student w ithout Student with
State Student 2 Student Dependents Dependents b
Alabama 2% 2% 2% 2%
Alaska 1% 0% 0% 1%
Arizona 2% 2% 2% 2%
Arkansas 3% 3% 3% 3%
California 7% 6% 6% 7%
Colorado 3% 3% 3% 3%
Connecticut 7% 5% 5% 7%
Delaware 3% 3% 3% 3%
District of Columbia 6% 6% 6% 6%
Florida 1% 1% 1% 2%
Georgia 2% 3% 3% 4%
Hawaii 4% 4% 4% 4%
Idaho 3% 3% 3% 3%
lllinois 5% 3% 3% 5%
Indiana 3% 3% 3% 3%
lowa 4% 3% 3% 4%
Kansas 3% 2% 2% 3%
Kentucky 4% 3% 3% 4%
Louisiana 2% 2% 2% 2%
Maine 5% 3% 3% 5%
Maryland 7% 5% 5% 7%
44 See Section 478(g) of the HEA (20 U.S.C. 1087rr[g]).
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Parents of a Independent Independent
Dependent Dependent Student w ithout Student with
State Student a Student Dependents Dependents b
Massachusetts 5% 4% 4% 5%
Michigan 3% 2% 2% 3%
Minnesota 5% 4% 4% 5%
Mississippi 2% 2% 2% 2%
Missouri 3% 3% 3% 3%
Montana 3% 3% 3% 3%
Nebraska 4% 3% 3% 4%
Nevada 1% 1% 1% 1%
New Hampshire 3% 1% 1% 3%
New Jersey 8% 4% 4% 8%
New Mexico 2% 2% 2% 2%
New York 8% 6% 6% 8%
North Carolina 4% 3% 3% 4%
North Dakota 1% 1% 1% 1%
Ohio 4% 3% 3% 4%
Oklahoma 2% 2% 2% 2%
Oregon 6% 5% 5% 6%
Pennsylvania 4% 3% 3% 4%
Rhode Island 5% 3% 3% 5%
South Carolina 3% 3% 3% 3%
South Dakota 1% 1% 1% 1%
Tennessee 1% 1% 1% 1%
Texas 2% 1% 1% 2%
Utah 4% 3% 3% 4%
Vermont 5% 3% 3% 5%
Virginia 5% 4% 4% 5%
Washington 2% 1% 1% 2%
West Virginia 2% 2% 2% 2%
Wisconsin 5% 4% 4% 5%
Wyoming 1% 1% 1% 1%

Source: EFC Formla Guide for Award Year 2018019, Tables A1A7,B1, and Clhttps://ifap.ed.gov/
efcformulaguidattachment€71017EFCFormulaGuide1819.pdf

a. Percentage in table reflects the allowance for state and other taxegdi@nts of dependent studentgith
incomesof $15,0000r more. In the case oparents of dependent studentgth incomes below $15,000, the
allowance for state and other taxes is 1% higher than in the table.

b. Percentage in table reflects the allowance for independent students with dependents with irmfomes
$15,0000r more. In the case of independent studentsgiwilependents with incomes below $15,000, the
allowance for state and other taxes is 1% higher than in the table.
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All owance Agaifisnpl bymemé Expense Allowance
The Empl oyment Expense All owance ( EaEdAyl tprovides

households inhwlhiclk abaunt mgnasdd b-etbanl twohkusehol ds wit
depenadrmdtsarni ngdhef EEA werkvailabladetatparents o
married independent students without dependents,
not available to dependent students themselves o
dependbat maximum EEA is 35 %rrear nihreg eaadwmlitn gsr o%4 .t
whichever 1is 1 ess.

Available Income

Available income is the dtihfef esruemm codf | bdeltemededmsv et ot a 1
against 1ncome. In some cases where total allowa
incomiel,labhlva income can be zero or mnegative.

Total Assets

The consideration of assets aims to reflect fina
As s et s caornes iodrelrye d wloe moa p pqluiadaoftys for the simplif
Appl iwhaontdso qualify for the SNT do not have to p
student a% d purposes.

Statute and some f cdsedati‘th dod c’iaonetnehrsc huasneg ebaobtlhy f or
various stages of asset ciatlyc,u ltahtisi%o suséep clrnt tuhsee 1 n't

The HEA defines assets as

[Clash on hand, including the amount in checking and savings accounts, time deposits,
money market funds, trusts, stocks, bonds, other securities, mutual funds, tax shelters,
qualified education begfits ... and the net value of real estate, income producing property,
and business and farm ass¥ts.

Exemptions and Special Treatments of Assets

There are substantial exemptions that exclude so
cal cul at isoent so.f Tthoetsael ecaxseempftalolneswiimg 1 ude

T Home eqOhetfpaminlcyi pal plafae fafnidegs ifdame o n
which t he ‘’fiasmielxyc lruedseiddeisn t he calculation of

T Retirement Thescse@euntce ount st haer ed enfoitn imei notni oimme d aiw
Agency guidance explicitly excludes them.

T Famiowpned busSnesses exchbudd&s efmadlml a family
business with nottmemoequihahthddempl 6 waned
and controll”d by the family.

®I'n some cases, a state will consider an applicant’”s asset.
cases, the online FAFSA will still ask the applicant asset questions as theyetatghto state student aid.

46 See Section 480(f)(1) of the HEA (20 U.S.C. 1087wv[f][1]).
47 See Section 480(f)(2)(C) of the HEA (20 U.S.C. 1087vv[f][2]).
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Bal ancdeusc aotfiioong ss aaccounteommenthk ksmowhose 529 acco
counted as an asset in calculating the EFC. I'n t
accounts thatheadepewdedtbsgpt udofntt lhefses gcaodnesmittdse. r e d
Be caaussseet s of parents are treated more favorably
student s, this results & nceoan sliodweerre dEtFdCe tshma mnal s 9f¢ tt h

Di sbursements from setdhmateewn ed by vd ngtsudertoumtt a p
dependent studenthearFAFMBAt 1Dd pebduuresabt meannt ss afvrionng s
accotumarmeot owned by a studetntstowdentpaamrdtt befr eaf o
reported on the FAFSA (such as an account owned
income.

As s et Protection All owance

As 1is the ¢ asael | wiwtadmmdienscto matshsaett soenmeympnéo na s set s 1 n
excess of the allowance contribute to the EFC. L
the HEA has a single allEdwamdd omg Siawstngas saatds Ac &
Al l owdlthdes. all cowarnecfee rir $Adasitess Ps ot lee”Thon Akpbowance
will follow the terminaledgwysubshstetti nP EDt ddotciuane nt s
Al l owARA e (

The APAi es by the age and wmd dretr a(piamoefia t maswc eonfte st h e
of a dependentbyttutldentge and marital status of t
independent student). The APA increases with the
Dependent students are notdepegdbhtsE§potdant APA.
(except for an education savings account, which
fromfihet” doll ar.

APA levels were established in statute (by the 1
each yeted Updgels abkederuabllaRegixs fidghe tvhpedat ed i nco
allowances. Updates to the APA are not Dbased on
APA level for a given year 1is

developed by determining the present value cost, roulndbe nearest $100, of an annuity

that would provide, for each age cohort of 40 and above, a supplemental income at age 65
(adjusted for inflation) equal to the difference between the moderate family income (as
most recently determined by the Bureau abar Statistics), and the current average social
security retirement benefits. For each age cohort below 40, the allowance shall be

48 Full information on the adjustments of the value of these assets is in the formulas for eachragpsatls in
Sections 475, 476, and 477 of the HEA (20 U.S.C. 10808Yqq). Levels for AY2012019 were published in the
EFC Formula Guide for Award Year 202819 athttps://ifap.ed.gowfcformulaguidedttachments/
071017EFCFormulaGuide1819.pdf
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computed by decreasing the allowance for age 40, as updated,-bftesmeh for each
year of age below age 40 and roundihg result to the nearest $100. In making such
determinations

(2) inflation shall be presumed to be 6 percent per year;
(2) the rate of return of an annuity shall be presumed to be 8 percent; and
(3) the sales commission on an annuity shall be prestoriezl6 percerff

The single formula for the APA means that the AP
across dependency statuses, though there are sli
married parents of a decphedidsyntbweotbddhatyethbkeod dr
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ation of the APA meawsatrhafThet ABAni vsicael ou
on t he dmofdfecrractnec ef *dhnmidlwysr aimnnctSomeeiSa@ d wigiet y

nds a change in the difference can increase
lishment of thel 90IPA94 n SowwaSmage i e §fbenhefvtetAY
reased faster than family incomes, reducing t

responding reduction in the APA.

ik
cu
e d
e’ h
ab

o = o0 o o o0
o B v o o o

1
1
s
n
t
c
T

Table A-6.Asset Protec tion Allowance, Parents of Dependent Students

AY20182019
Age of Older Allowance for Allowance for Age of Older Allowance for Allowance for
Parent Two Parents One Parent Parent Two Parents One Parent
25 or less $0 $0 46 $20,300 $12,300
26 1,200 700 47 20,700 12,600
27 2,400 1,400 48 21,300 12,900
28 3,500 2,200 49 21,800 13,200
29 4,700 2,900 50 22,300 13,500
30 5,900 3,600 51 22,900 13,800
31 7,100 4,300 52 23,500 14,100
32 8,300 5,000 53 24,100 14,400
33 9,400 5,800 54 24,800 14,800
34 10,600 6,500 55 25,400 15,200
35 11,800 7,200 56 26,100 15,500
36 13,000 7,900 57 26,800 15,900
37 14,200 8,600 58 27,600 16,300
38 15,300 9,400 59 28,300 16,700
39 16,500 10,100 60 29,100 17,100
40 17,700 10,800 61 30,000 17,600
41 18,100 11,000 62 30,800 18,000
42 18,500 11,300 63 31,700 18,500

49 See Section 478(d) of the HEA (20 U.S.C. 1087rr[d]).
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Age of Older Allowance for Allowance for Age of Older Allowance for Allowance for
Parent Two Parents One Parent Parent Two Parents One Parent
43 18,900 11,500 64 32,600 19,000
44 19,300 11,800 65 or older 33,600 19,500
45 19,800 12,000

Source: EFC Brmula Guide for Award Year 2018019 Table 4, https://ifap.ed.gogfcformulaguide
/attachments/071017EFCFormulaGuide1819.pdf

Note: Allowance applies to independent students with or without dependents.
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Table A-7.Asset Protection Allowance, Independent Students
Award Year 2018019

Age of the Student is Student is Age of the Student is Student is

Student Married Single Student Married Single

25 or less $0 $0 46 $20,300 $12,300
26 1,200 700 47 20,700 12,600
27 2,400 1,400 48 21,300 12,900
28 3,500 2,200 49 21,800 13,200
29 4,700 2,900 50 22,300 13,500
30 5,900 3,600 51 22,900 13,800
31 7,100 4,300 52 23,500 14,100
32 8,300 5,000 53 24,100 14,400
33 9,400 5,800 54 24,800 14,800
34 10,600 6,500 55 25,400 15,200
35 11,800 7,200 56 26,100 15,500
36 13,000 7,900 57 26,800 15,900
37 14,200 8,600 58 27,600 16,300
38 15,300 9,400 59 28,300 16,700
39 16,500 10,100 60 29,100 17,100
40 17,700 10,800 61 30,000 17,600
41 18,100 11,000 62 30,800 18,000
42 18,500 11,300 63 31,700 18,500
43 18,900 11,500 64 32,600 19,000
44 19,300 11,800 65 or older 33,600 19,500
45 19,800 12,000

Source: EFC Brmula Guide for Award Year 2018019 Table B4 and CHhttps://ifap.ed.goefcformulaguide/
attachment€)71017EFCFormulaGuide1819.pdf

Note: Allowance applies to independent students with or without dependents.

Availlea bAss et s

Avail abdrehas datfd er ence ’sbettowteaclnt hasnspeaspsieleniontdd o tn
all owahaecases where the all'owhoatal iads gettatetrheh
available assets anrde czoenrtor.i bution from assets a

Asset Conversion Rate
The asset conversion rate is the portion of avai

T contribute to the final EF C, or

T contribute to the calculation of adjusted av:
assessed to calculate the EFC.
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Statueafers to the resulting product of multiplyin
afScontributi 0Thh e raosns eats sceocmsv.er sion rate varies b

y
conversion is discussed in grmalter detail in the

Adjusted Available Income (AAI)

AAl 1s an intermediate calculation prior to fina
dependent students and independent students with
income and tvhdlpbdeduatsseffi saand the asset conver s
AAl 1s discussed in the description of the for mu

independent students with dependents.

AssessmeahdR€adEkcul ation of the EFC

The as sreastsemeinst t he por ta wani loaf hdarev akiAllsacttlhsea ti nicso mdee t e
to be available famd edwmd ati ibaDteaple nadx pnagrh soensE € pe n d e
status, thedamstkes sanefnltat per ce ntnatg eo f( sau cdhe paesn dtehnet
studemtvail able income) or a progressive percent e
for independent stUakIhes with dependents 1in

In practice, the asseadddent otadlaedabhahd bpdartsi ¢ o
For example, the assessment rate for available i
dependents is 50%. Thisnmeuas]l ahh¢ nnddMe i wicklkasts
such abytHfdent
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AppendixB.Legi sl ative History

Financial need has been a key component of feder
origigdEd v laAci(dHlEAN 1965, t hough ftohre dsepteecrinfiinci npgr on
have ¢voGomerally, reauthorizations of the HEA a
increased statutory direction in de¢enmrnbumnigethe
to educational tchoes tdsi swhrieltei orne doufc itnhge admi ni st er i
Of fice of Education, ndbvM)t he Department of Educa

Enact ment of the HEA and Action throug

Neebdsed aid programs and correspondingre@rovisio:
established in Tit(lPe AZVRBWHitthe dHEArefi oh36»f thes
remain 1n Title IV of the HEA, as amended. As su
referrd®dttlte RAY progr ams.

Titlehd Vooifgitawt h dEi ze d, among other programs, E
insdhi gdidwecenast i on t o s Uepxpcoerptt isotnuadl & nftisn awictiha l n e
tablishing student need and disbursing awards
ough the law directedttoh e r @mamsmiiicbsec rointeer r ioaf oErd usc
r both) for the determination of the amount of
to account the objective o6 bitmdenhg gfankcepd
e ® . ]
e 1972 amendme PDtBs] & )o etshtea bHIR As f(ePd tle. dh e f & mir Imy

ntr Tabnudt ivosned t he EFC 1 n-béa & ed dlghtee nlt®s7n2a tainoenn donfe nnt
d not establashban ER€t€fedmoffered a general f
Commi ssioner of Education to publish an annual f
Federal TRegisgstaemtory frnamde workefSipmntdhen gEFTXS

amendments spethd¢i asgheofiualgdt ocrosn stihdaetr when deter min
as effective 1ncome, amount of asskuts,1 tandi d hero tn
specify treatments ofnthe@¢efyctors (such as ass

The 1972 amendndddt £ er ® qtuoE dpaudbgdtrihsghs € Shhdeby February
1 of eSuoabsyggqaent to‘inhesepinbalyppasetnt st heir views
make recommendations wiTthhe rleasw eaclts ot og asvuec hb ostchh et dhu
Senate the authority td ad¢ddptead tosdhet  sechedfil ¢i

commi ssioner was rtrequired to take any feedback 1i:
FCBy J®ly 1.

The Educeadtmeonnt SAnD.fL-3 998 @e s(t abtvmked anal ysis syste
Section 482 of the HEA, as amelned eldV plrhogr asmnyss,t e m
incl o dneenwgl eyn a me d PRlhely sGreann tess.t a bl mehdhennsthe 198

oo - =N Nl v s fa
-0 B 0B o DS v o

50 Prior to the establishment of the Department of Education, federal education activities were adminishered by
Office of Education under the Department of Health, Education, and Welfare.

51 See Section 402 of P.L. &29.
52 See Section 411(a)(3)(B)(ii) as amended by P.E382 for the full list of factors considered.
53 See Section 411 of the HEA as amended by PA31%
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of fenoe@d@ngressional directiodedftlasnt pomtiioal 1 egislat
decimsaikamg 4wt hhdei Dgpartihent of Education.

A relativefltyeers Rtmhatc t tmie mé¢memfd meme s, 9 &y ra ous 1 egi sl

t he neesd saimpuanlev iosh,e s ha b HE p hstryasggeefmor Pel 1 Grants an
c ampbuass e d pwiotghr abdl3 publ i shing chadeti duh.tRegi stardu
Several matdee rtsdlramwtsmodi i cgtbohst yofor Pell Grant s
neddsed aid between 1981 and the enactment of t1

Hi gher Education Amendments of 1986

The Higher Edawmtadg i oPh LAOMEBOdE@GMde substantial statut
the need anThysibawyssemblished one n&edlanalysi
Fornmiypd a different formula (Partm&EsHFThmudn Title
86 amendments marked a change from Congress pr
termaetog defintiot iCoomsg raecnsds Isepweeclisfy i wguli ada B¢ atu
nsidewvhetdheantdreat menwoolFde¢ehpbgsesgcidabtimgs all owance
anals sessmiemts)rat ete

Bothhe tPel 1l Formubamahd théeéeaBbhishEJdFthree depende
correspondi nign ctorneea tamnmedn tass soeft s for each status: d
student with dependent e udteapnedn dienndtesp. e nTdheen tI aswt uedsetnat
studedt bewowlbnsider ed immede pcernidteenrti ai fr ehl@eantoerd sthoe a g

o o=
c o O

December 31 of the aWnddr yehe )1l 98 6ao dashteunddeonetn tceoruil a
clasdidd independeasntnof ¢hai mEddaeamdg zxb yl ehpipsa doern t

her parents i1in the pritowdeyretaror( igr a chwa tcea sset wde mt
years (in the case of>®a single undergraduate stu

While teamdnodd vigryh efdetahsen f or mud aBel boF dr mul a and

Partorlmull a followed the s ange tgheen efreasla opfrcoachees s o f ¢

student (and 1f ’sapmmlriecnatbs] ea,n dt/ hoer sstpuoduesret)t ot ya lc al c

income (and assets), subtracting specified all ow

excess of ¢e¢hosBoahl bwamelas considered family si
i c

me mber s n ol lege.

The formulas differed in some of their treatment
construction of somreampfl ¢ hewhenlddbbadRedbl &¥Foas eec

54 For example, the law established a maximum assessment rate for families with incomes below $25,000 and
prescribed an asset protection allowance of $10,000. See Section 482(b) of the HEA, as byehd&$374.

55 For exampleP.L. 97301, the Student Financial Assistance Technical Admeents of 1982, separated the Pell Grant
family contribution schedule from the need analysis system for cabgsezl programs and established direction for
the Pell Grant FCS for award years 19884 and 1984985.P.L. 9879, the Student Loan Consolidation and
Technical Amendments of 1983, subsequently modified some of the need analysis provBibn9%801and
established new direction related to award years-198% and 1984.986.

56 Many of the statutory changesmL. 99498were based on policies that were already in place in regulations. When
this section refers to changes, it is referring to their codification in statute.

57The formula for Pell Grants was in Sections 44 F ofthe HEA as amended I#:L. 99498 The formula for

most other programs was in Sections-480 of the HEA as amended ByL.. 99498 The formula in Sections 471
480 applied to all Title IV aid except Pell Grants and Grants to States for State Student Incentives authorized by
Subpart 3 of Part A of Title IV.

58 For full criteria for independerstudents, see Sections 411F(12) and 480(d) of the HEA as amenidd 89498
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only consideredsshoafe $£3Jxg,i® O0oimhnucllxac e¢ hes Phete & IFo
equity imThesteowontfoemuylas also have different fi
applscantome and/or assets.

The &n9e8n6d metna sl iesshed a simplified needs test (SN
Applicants who were eligible for the SNT were re
the application process and no i n fuonrdneart itohne r el at
1986 amegndrmentaspphbmchyt must have an adjusted gr o:
and file tax form 1040A. The SNT cMiteria were a

1992 Amendments to the Higher Educatic

e 1992 amendme rEtdsuctad® .ifom® \Mdikghtea bl i s hne df otrthe f o u
e current mheCgeyYystdmi sEkagty aamby crtelhhatng a sirt
lcul altee dERC stimagt appteddHEAr s €' Pa¢b¥ pmomogrhams.
92 amendments, sepRelalt eGrfaom tmsu | aamadnedx tichsoeturel dt yf poer s
eld different family c¢ontlrni brmetrigoi nnggmft dhees tthweoi rf or
e 1992 amendments also made changes to the fac

Creation ofandhd&fdishi S Ang of EFC Formul as

1992 amendments created the Fre®®2ThAepplication
FAFSA was baetendeadndar di zed data collection tool
FAFS A, several entities were under contract wit h
data related to federal student aid.yThese contr
processors or MDEs, each developed different for
and institutions, but could charge a fee to the
received the data.

The 1992 amendmenwosluds parcciaftice d tchoamtmolmD appl i cat i o1
aid that would be distributed and processed at n
that the MDEs must provide student data to state
anditmgt ons to-codlleyctsead KHARSAin their student a:
the inclusion of questions on the FAFSA that do
ai®®.rovisions pertaining to FARSAudiisotr iofutaidan ,t if

59 The Part F formula had an exemption where home equity was not considered if the stuitetitd@ase of a
dependent student, the student’s parent) was a dislocated
475(d) of the HEA as amended ByL. 99498for this provision as it applies to parents of dependent students.

60 See Section 479 of the HEA as amende® thy 99498

61p. L. 102325amended the HEA so that eligibility for Pell Grants and all other aid was determined on the basis of the
EFC calculated in Part F of Title IV of the HEA, as amended.

62The FAFSA was established in Seat483 ofP.L. 102325 It currently remains codified in Section 483 of the HEA
(20 U.S.C. 1090).

63 For example, the FAFSA asks for the highest level of education completey t he student’ s parents.
this question does not impact federal aid but may establish eligibility for state or institutional programs that target aid

for first-generation college students. This allowance for teten items was establistl by Section 483(a)(1) &f.L.

102325 whi ¢ h s tmay iactudetorhthetfornEdBvel6ped pursuant to this paragraph not more than eight

nonfinancial data items seked in consudition with the States to assist the States in awarding State student financial
assistancé. I n current 1 aw, Section 483(a)(5) permits the inclus
are necessary to meet State requiremfentseedb a s ed St ate aid.?”
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ssbnonhe FAFSA were e otPa Ll-3 Ad@2dl hemaienr bpinm nS 4 8 3

que
4 8 3t WIKE A.

FormChanges in the 1992 Amendments

I'n combormmumlgas fromi prwoas hege¢sdatyomo make a nu
ceach formula.Pd&llr kKonRlmmplalmul he fr emenhHececatdd 86
different as sos scthamtgersatwes ¢ amadaasds zreyl fo rdnaavd al o
additiofcotmprtchmessee s sary t o c¢ onhbei nle9 9t2h ea mfeonrdmmuelnat ss,
made some changes to the E&F€t fopmadnwhde¢ tFoomuldad no
example:

T TheE9 9de md meampleltictheyda home eqmst gerfaomon
when determisniasgedasfamily

T The InPen2dments eliminated the provision by wh
establish indepehdetantefbdbiidodreed was ysaneg.

Reaut horizations Saiond Athe Adment s

Since trheen dmMe9m2t sa, t he HEA was reauthorized by th
1 99 (.24 2nd the Higher EducaPt.ilLo3 I)Gpdpdo retaucnhi t y A
l aw made changes to the EFC formula. The EFC for
Reduction PAclt.-Sofifldx0 bw§e | datplpesrro pr i at i ons and reconc
These cvhearnegelsar gel ydi dcnmnemehast aé¢ @ yshtleemiocf esfofneec tosf
t he meaawtrherization

The fersetaching provwvli®dDnshaonfgeashet potste need anal.y
primarily been numeric adjustwoieintes. ,t o hteh ea monucnot me
income that 1is exempt from assessment in calcula
for alternati vt uftoormnmafBE&Cszuedihoeas thenges wusually
have resulted in olmewesrt®iElFeCist sf.or at least s
Nomumeric changes since 1992 have inctbddedfestahb
less thanamdnexmamndhsg the range of circumstance
administrators could wuse prao ffeascstioamalt 9] wegdtheernctt t:
special c¢cfrcumstances

Aut hor Information

Benjamin Collins
Analyst in Labor Policy

64 For exampleP.L. 109171 (the Deficit Reduction Act of 2005) arRIL. 11684 (the College Cost Reduction and
Access Act of 2007) each increased income protection allowances for some student populations. A notable exception to
the trend of mendments expanding aid was the Consolidated Appropriations Act of RQ12L274), which reduced

113 2

the income threshold for an automatic zero EFC from $32,
65 See Sections 473, 474, 475, and 479A of the HEA, as amendred.405244
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